To buy or not to buy? : how price-conscious store brand users respond to upward sub-branding by Liu, Xinyang
  
 
 
 
TO BUY OR NOT TO BUY? : HOW PRICE-CONSCIOUS STORE BRAND 
USERS RESPOND TO UPWARD SUB-BRANDING 
 
 
 
 
 
BY 
 
XINYANG LIU 
 
 
 
 
 
 
 
 
THESIS 
 
Submitted in partial fulfillment of the requirements 
for the degree of Master of Science in Advertising 
in the Graduate College of the 
University of Illinois at Urbana-Champaign, 2014 
 
 
 
 
Urbana, Illinois 
 
 
Adviser:   
 
               Professor Patrick Vargas 
 
 
 
 ii 
ABSTRACT 
 
Sub-branding is a marketing strategy in which a firm markets a sub-brand under the overall 
umbrella of the main brand or company name to leverage its brand equity. It seems appealing 
particularly when most corporations got stuck in bottlenecks in the latest economic downturn 
(Aaker and Keller 1990). However, concerns have been raised about the possibility that in the 
process of attracting new consumers, the new sub-brand might disenfranchise current brand users 
(Quelch and Kenny 1994). For store brands, past studies have focused either on store brand 
users’  reaction  to  the  store  brand  sub-branding or on the formation of price-conscious 
consumers’  proneness  towards  the  store  brand.  No  study  has  addressed  the  issues  of  price-
consciousness and store brand sub-branding together. My study investigated how evaluation of 
the store brand sub-branding varies when consumers have different levels of price-
consciousness. I found that under the comparison condition, the new sub-brand received less 
favorable responses from price-conscious consumers than from low price-conscious consumers, 
and the low price-conscious consumers rated the sub-brand higher under the comparison than 
rated it alone. 
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CHAPTER 1 
 
INTRODUCTION 
 
Brand names are, no doubt, the most valuable asset for companies. In the latest economic 
downturn, the cost of introducing new products to this already crowded marketplace is even 
more prohibitive when consumers have smaller budgets in hand and have become more reluctant 
to try new products. How to use their well developed brand name and image to keep growing 
(and more importantly, growing profitably) has become worth more consideration than anytime 
ever. 
Store brands, the brands owned and produced by (or on behalf of) retailers (Baltas 1997), 
are facing similar challenges. Since their first appearance a hundred years ago, store brands have 
been well accepted by US consumers and popular among retailers (Richardson, Dick and Jain 
1994). In the 1970s and 1980s, the average market share of store brands in the US was around 14 
percent. By 1990, store brands controlled approximately 20 percent of US consumer packaged 
goods categories (Quelch and Harding 1996). In 2000, store brands made up nearly 20 percent of 
items sold by US grocery stores, pharmacies, and other major retail chains (that is 28.1 percent 
of unit volume share), and pocketed gross revenue of 50 billion US dollars (Hyman, Kopf and 
Lee 2010). Yet most retailers want to increase their store brand shares even further (Kumar and 
Steenkamp 2007). 
Information organizations have suggested that developing a multi-tiered brand structure 
can help retailers reach a much wider consumer base (Food Marketing Institute 2005; 
Information Resources Inc. 2007). Since most store brands are already offering basic products 
with acceptable quality near, or at, the best price, the most likely multi-value-tier strategy 
retailers would opt for will be introducing a premium imaged sub-brand to the market, which has 
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better packaging and a proper mark-up on price, but is still not as expensive as national brands 
(Geyskens, Gielens and Gijsbrechts 2010). This is a typical price-based up-stretch sub-branding. 
Stretching up is a means of accessing potential or current customers who are looking for 
more features, greater prestige, or higher quality (Kirmani, Sood and Bridges 1999). However, 
one basic issue for price-based brand extensions is whether this process of attracting new 
owners, will be well accepted by the current users, or in a worst-case scenario, will make them 
feel alienated and turn away from the parent brands (Quelch and Kenny 1994). 
In  this  study,  I  investigated  how  consumers’  price-consciousness may moderate 
consumer responses to price-based sub-branding and feedback to the parent brand. I also 
manipulated the comparison situation to test how the presence of its lower/higher positioned 
counterpart may affect the evaluations of both the parent and sub-brand. Participants were 
randomly assigned to control groups, where they only saw one brand (either the parent brand or 
the sub-brand), and treatment groups where they saw both brands but only asked to rate one of 
them. The basic proposition is that when brands are rated in isolation, high price-conscious 
consumers would evaluate both brands higher than would the low price-conscious consumers; 
while under the comparison conditions, higher price-conscious consumers may respond less 
favorably than lower price-conscious consumers to a sub-brand that decreases the monetary 
benefits store brands offer, and all consumers may rate the parent brand relatively low in the 
presence of a comparison between the parent brand and its new sub-brand.  
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CHAPTER 2 
 
CONCEPTUAL FRAMEWORK 
 
In this section I will review research within the area of store brands, sub-branding (brand 
extensions) and consumer price-consciousness in order to show readers the rationale and the 
relevance of my study. I will first establish the importance of studying store brands by presenting 
research  done  on  store  brand  benefits,  store  brands’  success  factors,  and  recent  trends  in  store  
brand branding. Then I will move on to literature on sub-branding and consumer price-
consciousness to elaborate why sub-branding under the context of store brands should be 
discussed, and finally I will describe how the hypotheses were developed.   
 
2.1 Store brands 
Store brands are brands owned and produced by (or on behalf of) retailers (Baltas 1997). 
They are usually sold through retailers’  own  outlets,  often  bear  the  retailers’  name  or  trademark,  
and  most  importantly,  can  almost  always  be  found  in  consumers’  home  pantries  (PLMA  2014).  
Even though the store brand penetration is higher in many Western European countries than in 
North America, store branded products are still considered popular and beneficial to many 
consumers and retailers in the United States (Richardson, Dick and Jain 1994). The most obvious 
benefit to consumers provided by store brands is lower prices. On average, store brands are 28 
percent cheaper than national brands across grocery categories in the U.S. (AC Nielsen 2005). 
On the other hand, retailers cheerfully enjoy the higher gross margin, boosted store loyalty, 
increased bargaining power with national brand manufacturers, and many other benefits brought 
in by the store brands (Richardson, Jain and Dick 1996; Vahie and Paswan 2006; Baltas 1997; 
Cotterill, Putsis and Dhar 2000). The success of store brands worldwide has also spurred the 
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research interest of both scholars and practitioners in this field, and has yielded many empirical 
and theoretical store-brand related studies in the past several decades (Hyman, Kopf and Lee 
2010).  
According to Hyman et al. (2010), the majority of the early store brand researchers were 
devoted to differentiate store brands from national brands, or store brand users from other non-
users. As early as in 1965, Frank and Boyd had tried to identify the key factors that predict store-
brand-proneness and common socioeconomic characteristics shared by the store brand buyers. 
They investigated whether store brand consumers tended to have a similar demographic 
background, a specific age range, a distinct income level or different educational levels. Even 
though only relatively small associations between store-brand-proneness and chosen 
socioeconomic factors were found, the study result still shows that store brand buyers usually 
have lower incomes, are generally older, and better educated, than national brand buyers (Frank 
& Boyd 1965, cited in Richardson 1996). Some other researchers from the same time period 
even examined correlations between store brand proneness and perceptual factors and consumer 
personalities. They claimed that store brand users tend to be more independent and disobedient, 
having greater enthusiasm, and unwilling to follow mainstream norms of others (Myers 1966; 
Becherer and Richard 1978).  
However, Bettman (1974) criticized past researchers for lacking a proper analytic 
framework and using only demographic and socioeconomic variables that did not allow them to 
find little difference between store brand users and national brand users. He states that forming 
market segments based on demographic and socioeconomic variables is certainly easy to do, but 
analyzing those variables did not add much to our understanding of the psychology of consumer 
choice processes (Bettman 1974). In contrast, the more specific information-processing model 
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Bettman used in his 1970s research has proven successful in modeling consumer choices in 
several areas. Bettman examined what cues store brand users and non-users utilized and how 
they combine those cues presented in the shopping environment or available in their memories to 
form  attitudes/perceptions  towards  brands.  He  found  that  consumers’  perceived risk in different 
categories plays a critical role in brand attitude formation and has strong predictive power for 
their brand choice. Store brand users perceive less risk associated with store brands than non-
users, and hence believe store brands are high in quality (Bettman 1974). Using a similar 
information-processing approach, Richardson et al. (1996) developed a very extensive six 
dimensional framework (intolerance for ambiguity, familiarity, extrinsic cue reliance, perceived 
quality variation, perceived  risk  and  perceived  value  for  money)  predicting  consumers’  store  
brand proneness. They discovered that store brand users usually have greater familiarity with 
store brands and are more tolerant with ambiguity. It helps them to rely less on extrinsic cues, 
such as brand name, packaging, and price in quality assessment and sense less risk and more 
value  for  money  in  store  brand  buying.  Richardson  et  al.’s  (1996)  study  became  one  of  the  most  
frequently cited articles on store brands. 
Many other studies were also conducted to investigate the benefits of introducing store 
brands from the perspectives of retailers, national brand manufacturers, or market structures. 
Scholars found that store brands, especially those that have a high market share, generally tend to 
have a higher gross margin than national brands (Richardson 1996; Vahie and Paswan 2006). 
One possible reason is that retailers spend far less than national brand manufacturers on research 
and design and most of the store brands adopted  a  “me-too”  strategy,  such  that  they  would  
simply follow and add those proven popular features of national brands to their own products (i.e. 
30% less water use in dish washing or extra buttery, flaky crust). They also do not put much 
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efforts in product launch and selling— since retailers usually own their channels, they obviously 
spend very little on slotting fees to put their brands on shelves. Most importantly, they barely 
spend money on image building; that is, they do not invest much on advertising and marketing to 
keep their store brands ranked high in consumers mind (Baltas 1997).  
Meanwhile,  researchers  found  out  that  the  introduction  of  retailers’  own  store  brands  can  
increase overall profits in product categories, even in categories with high national brands 
penetration (Vahie and Paswan 2006).  Researchers  found  that  attractive  store  brands’  price  
promotions can usually increase the price sensitivity of consumers, and thereby force 
manufacturers to allocate more budget on promotions to maintain competitiveness, which will 
expend primary demand in that category and increase both store brand and national brand sales 
(Cheng et al. 2007; Huang, Jones and Hahn 2007). In some cases, retailers do not even have to 
actually introduce the store brand to a particular category: only a hint of a store brand 
introduction may prompt national brand manufacturers to grant price concessions to retailers, 
hence endowing retailers with stronger bargaining power to national brand manufacturers (Putsis 
and Dhar 1998; Dekimpe, Hanssens and Silva-Risso 1999).  
In addition, store brand users show surprisingly high brand loyalty and tend to contribute 
steady revenues to the retailers. As store brands attract income-constrained consumers, people 
regularly switch to store brands to lower their living expenses during economic downturns. 
However, when the recession is over and the economy booms again, store brands will retain their 
gains since consumers choose to stick with the store brand and refuse to go back to national 
brands (PLMA 2011).  
Around the mid 1990s, scholars finally started to move their research focus from the 
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price  and  frugality  perspective  of  the  store  brands  to  the  “quality  claim”  of  store  brands,  which  is  
now proven essential but had been long overlooked in the marketing literature over the three 
decades,  from  approximately  1967  to  1997  (Richardson  1997).  The  “war  of  the  brands”  is  a  
battle of brand perceptions. Store brands that enjoy higher market shares are brands that strive to 
communicate their quality rather than the low price of the products (Richardson et al., 1994; 
Quelch and Harding 1996; Collins-Dodd  and  Lindley  2003).  However,  unlike  their  “privileged”  
counterpart national brands, store brands do not usually get a decent amount of investment in 
advertising or other image-building campaigns to increase the brand equity or perceived quality 
of their brands. Hence, the application of the quality-claim-approach for store brands could 
become very complicated and tricky: the effectiveness of the branding communication usually 
varies among retailers.  
Individual  store  brand  evaluations  are  highly  (positively)  correlated  with  consumers’  
perceptions of store image (Collins-Dodd and Lindley 2003). Consumers hold distinct beliefs 
about different store brands, based on different strategic positions retailers employ (Gordon 
1994). For example, the store brand of discount store Aldi may share the same frugal and 
functional image of its retailer, while the more  “hedonic”  chain  Target,  which has a high quality 
and status orientation and carries goods of higher prices, may pass on that high-end image to its 
own store brand. The most frequently used theory to explain this is the cue utilization theory. 
According to cue utilization theory, products are collections of extrinsic and intrinsic cues, which 
help consumers gauge quality (Collins-Dodd and Lindley 2003). Intrinsic cues are central 
product-related characteristics, such as ingredients, taste, smell and texture; while extrinsic cues 
are indirect peripheral attributes (i.e. brand name, price, package design, store name and etc.) that 
cannot alter the physical properties of the product (Richardson et al. 1994). When the consumer 
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lacks the knowledge to assess the quality of a not-well-advertised brand (Rao and Monroe 1988) 
or when they feel necessary to reduce the perceived risk of purchase (Nelson 1970), consumers 
may have a propensity to rely on extrinsic cues to help them make purchase decisions 
(Richardson  et  al.,  1994).  In  the  scenario  of  buying  store  brands,  due  to  retailers’  low  advertising  
budget and insufficient image building effort, consumers do not have enough direct information 
to control the purchase risk, hence they turn to extrinsic cues like store name and price to make 
choices.  This  helps  explain  the  distinct  images  of  Aldi  and  Target’s  store  brands. At this point, 
even Aldi tries to convince consumers that its own store brand, which is typically placed along 
with many other generic brands the store sells, has the national brand level quality and a 
premium brand image; however, its claim might not hold up as well as that of Target does. 
Aldi’s  high  quality  store  brand  claim  is  not  consistent  with  its  store  image.  Low  “store  to  store-
brands”  congruity  results  in  negative  attitudes  toward  the  store  brand  (Lee  and  Hyman  2008). 
Facts like this unquestionably hinder the pursuit of a more premium image for the store 
brands sponsored by retailers like Walmart or Aldi.  This is one of the reasons why marketers 
who work for those grocery chains are starting to put more efforts into sub-branding (brand 
extensions) as an alternative approach to reach their objectives. In the next section, I will first 
briefly introduce the concept of sub-branding and summarize the mixed opinions on sub-
branding in general terms, and then review the multi-tier strategy, which is specifically 
recommended by scholars for sub-branding under the context of store brands.   
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2.2 Sub-branding 
Sub-branding is a branding strategy that leverages the power of the parent brand (the well 
developed brand) and extends the parent brand or corporate identity, to transform the parent 
brand image, or offer the same brand to different targets (Sprung 2006). According to one 
estimate, a successful brand would cost a company $400 million to build when the costs of new 
product introductions averages $100 million and the failure rate reaches about 75 percent. 
Meanwhile, consumers are bombarded by roughly 6000 advertisements every day and introduced 
to over 25,000 new products each year (Davis, 2002). Consequently, sub-branding seems to be a 
shortcut to take since a successful use of brand reputation (or brand assets) in a brand extension 
can provide benefits, such as reducing cost of introduction, gaining distribution and customer 
trial, and minimizing the risk of new product failure (Aaker and Keller 1990). For store brands, 
both the Food Marketing Institute (2005) and Information Resources Inc. (2007) have strongly 
recommended multi-tiered-quality-offerings structures to retailers as a means to reach a much 
wider consumer base. In fact, some of the retailers in the marketplace, such as Kroger in the US 
and Tesco in the UK, have already adopted this strategy and now offer two and sometimes even 
more store brand products in the same product category (PLMA 2011).  
However, opinions about the use of sub-brands are divided in the literature. Some 
researchers believe that new sub-brands can easily obtain a favorable reception by being under 
the umbrella of the parent company. The benefits of sub-branding include 1) allowing the new 
sub-brand  to  associate  with  and  profit  from  parent  brand’s  brand  equity,  2)  leaving  room  for  new  
brand features to be created and introduced (Keller  1998).  With  an  established  retailer’s  huge  
marketing effort over the years and the image it built, consumers would feel more comfortable 
trying a sub-brand that bears a well established brand name (Onkvisit and Shaw 1989). On the 
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other hand, others state  that  “what  branding  builds,  sub-branding  can  destroy”  (Ries  &  Ries  1998,  
p.113). In the process of attracting new consumers, the new sub-brand might disenfranchise 
current brand users (Quelch and Kenny 1994). For example, a cheap sub-brand of BMW, which 
still  bears  the  parent  brand’s  name,  will  attract  many  consumers  who  cannot  afford  the  brand  
before but have a side effect of reducing the exclusivity of the parent brand, making current users 
uncomfortable and disappointed.  
Several theories were proposed  to  help  predict  people’s  negative  evaluations  of  the  sub-
branding of store brands. First, similar products that share characteristics may possibly divide the 
loyalty of potential users (Huber and Puto 1983). When an attractive alternative is available, 
consumers may be led to shift from one store brand tier to another—this is when the sub-brand 
cannibalizes the parent brand. This cannibalization would not be too worrying as long as the 
transfer is internal and old users only stop using the parent brand to switch to the sub-brand— in 
this case the total market share of the store brand family may still remain the same. However, 
introducing the premium sub-brand may also decrease the utility of the parent brand and might 
even lead to a decrease in overall store brand share by driving current brand users away to other 
rivals.  
The distinction bias could be used to explain this possibility. The distinction bias 
(negative contrast effect) refers to the finding that viewing options simultaneously makes them 
seem more dissimilar than when viewing and evaluating each in isolation (Hsee and Zhang 2004). 
Viewing products in comparison to each other, as opposed to individually, makes people 
overvalue the difference between choices. In the case of store brand sub-branding, the 
introduction of the new brand and its premium quality proposition will make the quality image of 
the  parent  brand  seem  even  lower.  After  seeing  the  labels  like  “real,”  “natural,”  “hand  picked,”  
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or  “genuine”  on  the  package  of  the  new  sub-brand, consumers may become very skeptical and 
unsure about the ingredient source, processing technique, quality control standard and other core 
attributes of the parent brand products. This could be the worst scenario since it would cost the 
retailer a certain amount of current users when the new sub-brand fails to attract those people 
over as a remedy against the backlash effect on the parent brand. 
Last  but  not  least,  according  to  Dacin  and  Smith  (1994),  the  “brand  strength  dilution  
through  quality  variation”  (p.232) might also harm the retailer. As quality variation (also known 
as portfolio quality variance) increases through either upscale or downscale brand extensions, 
consumers become less confident in the store brand name as a signal of a given quality level. 
Thus, the introduction of a top-quality premium store brand can also adversely affect consumer 
confidence (Geyskens, Gielens and Gijsbrechts 2010). Based on all of the above, I propose the 
following hypothesis:  
H1: The presence of comparison between the parent brand and the new sub-brand will 
have a negative influence on (a) product appeal,  (b) perceived quality, and (c) purchase 
intention of the parent brand. 
On the other hand, since the distinction bias makes two store brands look more different when 
they are displayed together, the new sub-brand may receive a more favorable evaluation simply 
by being a better choice with a more decent design and a high-quality image. As mentioned 
before, store brands that enjoy higher market shares are brands that successfully convinced 
consumers of the quality of their products (Richardson et al., 1994). Benefiting from the 
distinction bias, the positive characteristics of the sub-brand become more obvious when a 
retailer carries the parent brand and the sub-brand simultaneously. It will stand out as a 
convincing premium brand and will less likely be hampered by the low image of its retailer (i.e. 
Aldi, Walmart).  
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It’s  also  noteworthy  that  with  the  introduction  of  the  new  premium  sub-brand, consumers 
will confront a three brand-types structure (the original frugal store brand, the new premium sub-
brand and the premium-quality national brands) in the marketplace. This unique brand structure 
is quite similar to the scenario described in the study of the compromise effect. The compromise 
effect refers to the fact that consumers are more likely to select the mediocre option of a choice 
set rather than those extreme options (Simonson 1989). According to the compromise effect, 
after  becoming  the  middle  option  or  the  “compromise”  option  among  other  choices  on  the  shelf,  
in terms of price and perceived product quality, the new premium store brand may gain a 
comparatively high utility and choice probability.  
This is probably because, when the quality uncertainty and choice risk exist in certain 
product  categories,  consumers  intend  to  choose  the  “safest”,  “less  risky”  or  “seemingly  
compromised”  option  in  order  to  minimize  any  potential post-decisional regret. If we define the 
maximum risk as the difference between the utility of the option chosen and the utility of the 
option that turns out to be the best, choosing the middle option can definitely reduce the 
maximum decisional risk in half, regardless of what the best choice would be (Huber and Puto 
1983). In addition, consumers want to be positively evaluated by others who might observe their 
choices (Simonson 1989). Therefore, they intend to choose products they perceive as the most 
justifiable to others, to select the middle alternative, which may most likely be rated by other 
people  as  a  “not  bad  choice”  (Geyskens  et  al.  2010).   
Based on the distinction bias and the potential compromise effect, I propose the second 
hypothesis: 
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H2:  Particiants’  overall  evaluation  on  (a)  product  appeal,  (b)  perceived  quality,  and  (c)  
purchase intention of the new sub-brand will be higher than that of the parent brand when 
the comparison is introduced. 
 
The hypotheses I proposed above are generally based on the assumption that all 
consumers are homogeneous, which is not necessarily true in the real marketplace. People may 
employ different information-processing models when confronted by a multi-tier brand structure. 
In fact, more and more researchers began to realize that assessing a brand extension or sub-
branding without attending to the context could be meaningless. So they started paying attention 
to  the  fact  that  consumers’  heterogeneity  may  moderate  the  evaluation  of  the  sub-branding. For 
example, compared with adults, children use more surface cues, such as brand name characters 
(i.e. joyful, rhyming), and fewer deep cues, such as category similarity between the parent brand 
and the new brand category, in evaluating brand extensions (Zhang and Sood 2002). Meanwhile, 
consumers from Eastern cultures evaluate brand extensions more favorably than consumers from 
Western cultures (Monga and John 2007). The recognition of consumer heterogeneity has also 
led Kirmani et al. (1999) to find that brand owners respond to the extension of brands they use 
more favorably than non-users.  
For the scholars who work in the area of store brand sub-branding, price-consciousness is 
definitely considered a major consumer-level variable that differentiates people from each other. 
Price-consciousness  is  defined  as  “the  degree  to  which  the  consumer  focuses  exclusively  on  
paying  a  low  price”  (Lichtenstein,  Ridgway  and  Netemeyer  1993,  p.235).  Sinha  and  Batra  (1999)  
recognize price-consciousness as a long-lasting personal attitude towards price, which varies 
across individuals: some people are simply more sensitive about the prices they pay than others. 
Therefore, price-conscious consumers are more motivated to look for a low price in the 
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marketplace, and in contrast, less price-conscious consumers are reluctant to do price research 
and less likely to be affected by the price fluctuations (Lichtenstein et al., 1993).      
Previous  studies  have  also  shown  that  consumers’  level  of  price-consciousness negatively 
correlates with their incomes (Gabor and Granger 1979), and price-conscious consumers usually 
believe less in price-quality associations (Lichtenstein, Bloch and Black 1988). This helps 
explained their proneness and frequent use of store brands — they generally perceive higher 
quality and dollar value of the store brand than other people when they see the low price 
(Monroe 1984; Monroe and Krishnan 1985; Batra and Sinha 2000). This also means that when 
the premium store brand extension comes with a mark up in price, which is intended to exert the 
price-quality association of consumers, we have every reason to believe that consumers with 
different levels of price-consciousness will react to the store brand sub-branding differently. 
First, in store brand purchase, it is important to consider the motivational differences 
between high price-conscious consumers and low price-conscious consumers. High price-
conscious consumers (HPCC) are more focused on the financial benefit of the original store 
brand offer, while low price-conscious consumers (LPCC), are more likely to care more about 
product quality rather than price (Palmeira and Thomas 2011). According to the distinction bias 
findings (Simonson 1989), when a comparison (the new premium brand) is introduced, HPCC 
are more likely to overvalue the monetary benefit that was taken away by the premium store 
brand’s  markup  than  LPCC.  HPCC  will  more  likely  tend  to  stick  with  the  original  brand  to  enjoy  
the lower price. In summary, I propose: 
H3a: Compared with consumers who are relatively low price-conscious, consumers who 
have higher price-consciousness will have more favorable evaluations (product appeal, 
perceived quality, buying intension) of the parent brand when a comparison is introduced.  
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In contrast, to LPCC the sub-brand presents a more favorable option because the sub-brand can 
been seen as a premium option in comparison to the parent brand. The new sub-brand thus 
becomes an alternative that is potentially as good as national brand but at a lower price. However, 
HPCC do not much appreciate the extra quality increment the sub-brand trades in due to their 
low price-quality association. Since the introduction of a sub-brand takes away the financial 
benefits that HPCC care about, they may respond more negatively than LPCC to stretch, leading 
to the following hypotheses: 
H3b: Compared with consumers who are relatively low price-conscious, consumers who 
have higher price-consciousness will have less favorable evaluations (product appeal, 
perceived quality, buying intension) of the sub-brand when a comparison is introduced.  
 
When evaluating the parent brand/sub-brand separately, without the distinction bias, the price 
markup of the premium brand seems less repulsive than in the comparison situation to HPCC; 
the high quality claim of the premium brand seems less convincing and appealing to LPCC. Thus, 
HPCC and LPCC are unlikely to differ in terms of how they process the brand benefit of each 
brand. Therefore, the parent brand and the new sub-brand may not be rated differently in the 
non-comparison  situation.  Instead,  HPCC’s  greater  liking  for  the  parent  brand  should  transfer  to  
the sub-brand, since both brands are essentially just store brands and HPCC are generally prone 
to store brands (Lichtenstein et al., 1993), leading to more favorable reactions to both parent 
brand and sub-brand in non-comparison situation.  
H4: Compared with the consumers who are relatively low price-conscious, consumers 
who have higher price-consciousness will have more favorable evaluations (product 
appeal, perceived quality, buying intension) of both parent brand and sub-brand when 
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they are evaluated alone. 
In summary, under comparison conditions, I predict a two-way interaction between price-
consciousness and brand-to-be-rated (H3a and H3b); under non-comparison conditions, there 
should only be a main effect of price-consciousness (H4). Thus, I purpose that when considering 
hypotheses 3a, 3b and 4 together, they form a three-way interaction among brand-to-be-rated, 
comparing condition and price-consciousness, where the interaction of price-consciousness and 
brand-to-be-rated depends on the comparison situation. 
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CHAPTER 3 
 
METHODOLOGY 
 
3.1 Participants 
Participants for both the pretest and the main experiment were recruited online through 
Amazon's Mechanical Turk (www.mturk.com). Mechanical Turk is an online marketplace where 
"workers" sign up to participate in online tasks in return for monetary compensation. Past 
research on Mechanical Turk has proved the credibility of using this online recruiting platform. 
Mechanical Turk workers are slightly more diverse than standard Internet samples and 
exceptionally more diverse than traditional American college samples. Even though 
compensation rate and task length do affect recruitment rates, participants can still be recruited 
inexpensively in a relatively short period of time. Furthermore, the data collected on Mechanical 
Turk are at least as reliable as those obtained via traditional methods and low compensation rate 
does not mean low quality of the data (Burhmester, Kwang and Gosling 2011).  
In my study, 62 participants were recruited for the pretest and 207 participants were 
recruited for the main experiment, both within a three-day window. Among these participants, 
76.3% of them have income below $50K/year. The modal age group was 25–34 years old (33%). 
Please see Tables 16 and 17 for more detailed demographic information about the sample. 
Participants in the pretest and main experiment did not overlap. Participants who volunteered to 
complete either task, and successfully had their work approved, received a small financial 
remuneration of 39 or 57 cents for the pretest and main experiment, respectively.  
 
3.2 Stimuli 
The stimuli for the main experiment contained two parts, which were image stimuli and 
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product information stimuli. The image stimuli were package pictures of the parent brand and the 
sub-brand for the nine product categories chosen by the researcher. Those nine categories were: 
spaghetti, paper towel, ice cream, aluminum foil, bread, toilet paper, frozen sweet corn, laundry 
detergent, and milk. Among these categories, ice cream, milk, frozen sweet corn and bread were 
chosen because the aggregated market share of all store brands ranks top one or two in those 
categories in the MRI Mediamark reports, thus make them favorable categories for retailers to 
offer two-tier store brand structure.  The remaining categories; spaghetti, toilet paper, aluminum 
foil, paper towel and laundry detergent; were selected because those are among most frequently 
used categories in past studies of store brands (Sinha and Batra 1999; Palmeira and Thomas 
2011).  
For the image stimuli (see Appendix B), no picture is greater than 952 pixels in length or 
709 pixels in width, which guarantees the best display quality under most mainstream screen 
resolutions of the devices which may used by participants to complete the task. Two fictional 
brands,  “ASDA  smart  choice”  and  “ASDA  smart  choice  premium”,  were  created  based  on  the  
real  world  store  brands  “ASDA  Smart  Price”  and  “ASDA  Chosen  by  you”,  which  are  owned  by  
the British supermarket chain ASDA. In this study, the retail brand ASDA was also seen as 
fictional  since  it  was  described  as  a  “successful  regional  retailer  in  the  United  States”  instead  of  
the big European retail chain as it actually is. I used a fictional brand instead of a real brand, like 
Walmart  or  Target,  to  obviate  problems  with  participants’  extant  attitudes  and  beliefs  about  
known brands. I added additional questions to the end of the experiment to verify whether the 
participants knew about the ASDA brand before the test and whether their knowledge of the 
brand affected their responses. Three participants who answered in the affirmative to the 
question  “Did  your  preconception  of  this  brand  affect  your  responses  today?”  were ruled out 
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from the sample. 
Except for the product name and some product descriptions that were needed to make the 
items look real, all other product information (i.e. product volume, weight, price or shelf life) 
was removed from the package and put below the images as plain text. I tried to balance the 
amount of text information present on the package of each brand in the same category. For 
example,  if  “easy  scoop”  showed  up  on  the  premium  brand  ice-cream package, I made sure the 
same text also appeared on the same product of the other brand.  
The product information stimuli included product volume (i.e. size, net weight or 
quantity per container), product price, as well as the price of benchmark, national brand rivals. 
All the product information was collected on the same day in mid-September, 2013, in a Mid-
Western Walmart store. Prices of the new sub-brand products were calculated by adding a 
markup of half the price difference between the national brand and the parent brand on the 
original store brand price. For example, if the store brand and national brand price in that 
category is $1.50 and $2.00 respectively, the new premium store brand price would be $1.75, as 
having a markup of 25 cents. Please see all the stimulus materials in Appendix C.  
3.3 Pretest  
The pretest was a within subjects design and designed to examine whether the 
prospective stimuli would help participants to perceive the new sub-brand as having a more 
prestigious image than the parent brand, as intended. It also tested the package design with no 
other information provided (product volume or price) to make sure the design itself is not poor 
and unlikeable, which may cause low evaluations and introduce a floor-effect problem in the 
main experiment.  
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Participants were given brief descriptions of the meaning of store brand, prestigious 
brand and functional brand, and then asked to fill out a brief questionnaire that contained images 
of product packaging selected or designed by the researcher. Eighteen photoshopped images 
(nine images for each brand) were presented to participants in a random order. They gave their 
overall evaluations of the package designs on four separate dimensions (7-point scales anchored 
at 1 = unfavorable package design/ unfavorable brand image/ low quality goods/ function-
oriented image and 7 = favorable package design/ favorable brand image/ high quality goods/ 
prestige-oriented image). Consistent with the brands' intended market positioning, subjects rated 
the new sub-brand as having a more prestige-oriented brand image (Mean = 3.50, SD = 1.46) 
than the parent brand (Mean = 2.53, SD = 1.37, t (61) = -7.36, p < 0.00). Similarly, the new 
brand had a more favorable package design (Mean = 4.65, SD = 1.06) than the parent brand 
(Mean = 3.38, SD = 1.39, t (61) = -8.97, p < 0.00), a more favorable brand image (Mean = 4.58, 
SD = 1.19) than the parent brand (Mean = 3.68, SD = 1.37, t (61) = -8.02, p < 0.00), and a higher 
perceived quality (Mean = 4.45, SD = 1.10) than the original parent brand (Mean = 3.56, SD = 
1.16, t (61) = -8.79, p < 0.00), as expected (see Appendix A: Tables 1-4). This gives validity to 
the materials used in the main experiment. 
 
3.4 Design and Measures 
This study is a 2 (brand-to-be-rated: parent brand vs. sub-brand) x 2 (comparison 
situation: one store brand showed vs. two store brands showed together) between subjects 
factorial design with a measured, continuous predictor variable (price-consciousness). In the 
following section I will detail how all independent variables and dependent variables were 
manipulated or measured.  
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Independent Variables 
Participants’  price-consciousness level was treated as a continuous variable representing 
individual differences. Some researchers tried to identify price-conscious consumers by using 
ERIM scanner panel data (as shopping pattern variables, such as Average Shopping Frequency, 
Store Brand Propensity and etc.) provided by A. C. Nielsen (Kim, Srinivasan and Wilcox 1999; 
Sangman, Gupta and Lehmann 2001), while others distinguished different consumer segments 
with the use of a questionnaire (Ailawadi et al., 2001; Lichtenstein et al., 1993; Donthu & 
Gilliland, 2002). Due to the complexity and unavailability of the purchasing history data, in the 
present study I used a seven-point Likert-type scale to measure price-consciousness borrowed 
from the work of Ailawadi et al. (2001), Lichtenstein et al. (1993) and Donthu & Gilliland 
(2002). My questionnaire can be found in Appendix D. 
It was a 36-item measure, where participants were asked to respond to each of the four 
price-related statements (1 = strongly agree and 7= strongly disagree) used in the past research in 
each of the nine predetermined categories. Those statements were "I read price tags of the 
products I buy.", "I compare prices of at least a few brands before I choose one.", "Low price is 
an important consideration in my purchases." and "I will not give up high quality for a lower 
price; I always buy the best." The last statement was reverse-coded. After  obtaining  participants’  
category level price-consciousness, I aggregated (calculated the mean of) those nine numbers 
into one overall index score to indicate their general price-consciousness towards consumer 
package goods (Mean = 5.35, SD = 0.97, α  = 0.94). Moreover, many past research attributed 
HPCCs’  store  brand  proneness  to  their  relatively  weak  price-quality inferences (Richardson 1996) 
and  collected  participants’  price-quality inferences level to help understand price-consciousness. 
So I also measured  participants’  price-quality inferences level by asking them to rate the 
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statement  “The  price  of  a  brand  is  a  good  indicator  of  its  quality;;  I  can  usually  judge  the  quality  
of  a  brand  from  its  price”  on  a  seven-point Likert-type scale (1=strongly disagree, 7= strongly 
agree). 
The other two independent variables were dichotomous variables: brand-to-be-rated and 
comparison situation. Different participants in the main experiment were asked to evaluate 
different target brands (either the frugal image parent store brand or the premium image sub-
brand), under different evaluation conditions (either without comparison: the target brand 
appeared alone, or with comparison: the target brand appeared along with its counterpart). I 
created two scenarios with minor differences to help participants make sense of these two 
conditions. For example, for the spaghetti category, the scenario for participants who only saw 
the parent brand read: 
 
Imagine you are traveling far away from your home state to visit a friend. After you 
arrive at your destination, you notice a famous local supermarket chain called ASDA, 
which successfully operates many stores in that area. Imagine you and your friend are 
grocery shopping one night in one of its stores and see its store brand ASDA Smart 
Choice®   in the spaghetti aisle. 
 
The scenario for participants who only saw the sub-brand read: 
 
Imagine you are traveling far away from your home state to visit a friend. After you 
arrive at your destination, you notice a famous local supermarket chain called ASDA, 
which successfully operates many stores in that area. Imagine you and your friend are 
grocery shopping one night in one of its stores and see its  store  brand ASDA  Smart  
Choice  Premium®   in the spaghetti aisle. 
 
The scenario for participants who saw both parent brand and the sub-brand read: 
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Imagine you are traveling far away from your home state to visit a friend. After you 
arrive at your destination, you notice a famous local supermarket chain called ASDA, 
which successfully operates many stores in that area. Imagine you and your friend are 
grocery shopping one night in one of its stores and see the new sub-brand of its store 
brand ASDA Smart Choice® called ASDA Smart Choice Premium® in 
the spaghetti aisle. These two brands are being sold side by side. 
 
Please note that the scenarios for the two treatment groups, who see two brands at the same time 
but only rated one of them, are the same as showed above. The difference between the two 
treatment groups is apparent in the dependent measure questions. For example, participants who 
were asked to rate the parent brand saw: 
 
What is your perception of the quality of the original ASDA Smart Choice® 
product shown above? (Price and product dimensions are provided) 
 
Participants who were asked to rate the sub-brand saw: 
 
What is your perception of the quality of the new ASDA Smart Choice Premium® 
product shown above? (Price and product dimensions are provided) 
 
I bolded the differences among scenarios here, but the bolds are not presented in the actual 
stimuli.  
 
Dependent Variables 
There were three dependent variables: product appeal, perceived quality, and buying 
intention. They were measured on seven-point scales, with higher numbers representing more 
positive scores. Product appeal was measured on a single-item scale, for which 1 = very 
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unappealing and 7= very appealing. Perceived quality was measured on a single-item scale, for 
which 1=low quality and 7=high quality. Buying intentions were also measured on a single-item 
scale, for which 1 = not at all likely and 7 = very likely. Aggregate appeal, quality, and buying 
intention scores were computed by averaging responses for each of the critical questions across 
all nine product categories (see Table 14 for means, standard deviations, ranges and reliability 
statistics of three dependent variables; see Table 15 for correlations of the three dependent 
variables). 
 
3.5 Procedure 
In the main experiment, participants first read and signed the consent form and then were 
guided to thoroughly read a glossary before they proceeded to the actual test – they were 
provided with definitions of store brand, national brand, and regional retailer to help them 
understand the concepts involved in the study. Participants were also notified that the research 
was not sponsored by any manufacturers, and that the findings would be used to increase the 
understanding of certain marketing concepts. Next, in the actual test, participants were randomly 
assigned to one of our two control groups or two treatment groups. Since the independent 
variables are the presence or absence of comparisons and the brand-to-be-rated, half of the 
participants saw and evaluated only one brand (either the existing store brand, or the new sub-
brand), and half saw both brands side-by-side, but evaluated only one brand (either the existing 
store brand, or the new sub-brand). Participants were then asked to respond to three dependent 
measures presented below the stimuli. After rating all nine products on all three dependent 
measures, participants continued to answer a four-item questionnaire assessing their price-
consciousness.  
25  
 
3.6 Results 
 
Buying Intention 
 
Overall  buying  intention  was  regressed  on  participants’  price-consciousness scores and 
both independent variables (brand-to-be-rated and comparison situation), testing for main effects 
and all possible interactions (see Table 5). A main effect of price-consciousness on buying 
intension was found (β = 0.35, t = 2.23, p = 0.03), such that as price-consciousness increased, 
buying intentions increased. However, no other significant main effects were found (all βs < 
|0.10|, ts < |1.09|, ps > 0.28). There was only one significant two-way interaction, between 
comparison situation and brand-to-be-rated (β = -0.23, t = -1.98, p = 0.05). The effect of brand-
to-be-rated on buying intentions depends on the comparison situation. Recall hypothesis 1 and 2 
are embedded in this two-way factorial –  hypothesis 1 states that there will be an effect of 
comparison situation on ratings of the parent brand; hypothesis 2 states that within the 
comparison condition, there will be an effect of brand-to-be-rated. As can be seen in Figure 7, 
there was no effect of brand-to-be rated on buying intentions when the products were rated alone 
(Mparent = 4.97, SDparent = 1.13; Msub-brand = 4.68, SDsub-brand = 1.10; t(92) = 1.26, p = 0.56). 
However, when participants rated the targets in comparison to each other, the parent brand 
(Mparent = 4.94, SDparent = 1.23) was rated significantly higher than the sub-brand (Msub-brand = 
3.88, SDsub-brand = 1.64), t(95) = 3.59, p = 0.01. Thus, hypothesis 2 is hence not supported. 
Considered another way, the effect of comparison situation on buying intentions also depends on 
the brand-to-be-rated. That means ratings of the parent brand did not differ depending on 
whether it was rated alone or together, Malone = 4.97, SDalone = 1.13; Mtogether = 4.94, SDtogether = 
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1.23; t(90) = 0.12, p = 0.99. Thus, there is no support for hypothesis 1. Ratings of the sub-brand 
were significantly lower when it was rated in comparison with the parent, Malone = 4.68, SDalone = 
1.10; Mtogether = 3.88, SDtogether = 1.64; t(97) = 2.85, p < 0.01. No other two-way interaction was 
significant (all βs < |0.05|, ts < |0.19|, ps > 0.85). The three-way interaction among brand-to-be-
rated, comparison situation and price-consciousness was significant (β = -0.35, t = -2.43, p < 
0.02).   
In order to better understand the nature of this three-way interaction, I decomposed it into 
two separate two-way interactions, examining the effects of price-consciousness and brand-to-
be-rated  on  participants’  buying  intention— first among participants under the non-comparison 
conditions, and second among participants under the comparison conditions (see Tables 8-9, 
Figures 1-2). Under the non-comparison conditions, there was a main effect of price-
consciousness on buying intension, β = 0.39, t = 2.67, p < 0.01: for ratings of the parent brand 
and the sub-brand there are positive relationships between price-consciousness and buying 
intentions (β = 0.47 and  0.53,  respectively).  As  participants’  price-consciousness increased, their 
buying intentions for both brands also increased. No other main effect or interaction was found 
significant (all βs < |0.12|, ts < |1.30|, ps > 0.20). 
However, under the comparison conditions, a significant main effect of brand-to-be-rated 
on buying intension was obtained, β = -0.32, t = -3.47, p < 0.00. The parent brand was rated 
more favorably than the sub-brand (Mparent = 4.93, SDparent = 1.23; Msub-brand = 3.88, SDsub-brand = 
1.64). There was also a main effect of price-consciousness on buying intension (β = 0.32, t = 
2.42, p = 0.02), such that the ratings of brands are positively correlated with price-consciousness, 
and an interaction between price-consciousness and brand-to-be-rated, β = -0.41, t = -3.12, p < 
0.00. This breakdown reveals that, under the comparison condition, for ratings of the parent 
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brand, price-consciousness and buying intention are positively related (β = 0.47). But for ratings 
of the sub-brand, price-consciousness and buying intention are negatively related (β = - 0.39). 
The appearance of the sub-brand did not affect the evaluation of the parent brand, price-
consciousness and buying intention were still positively related; but for the sub-brand, when the 
parent brand was also in the picture, price-consciousness and buying intention became inversely 
related: the more price-conscious the participants were, the less they actually like the sub-brand. 
 
Perceived Quality 
Overall perceived quality was  regressed  on  participants’  price-consciousness scores and 
both independent variables (brand-to-be-rated and comparison situation), testing for main effects 
and all possible interactions (see Table 6). A main effect of price-consciousness on perceived 
quality was found, β = 0.46, t = 2.77, p < 0.01, such that as price-consciousness increased, 
perceived quality of both brands increased. However, no other significant main effects were 
found (all βs < |0.10|, ts < |0.95|, ps > 0.36). There was a marginally significant two-way 
interaction, between comparison situation and price-consciousness (β = -0.30, t = -1.88, p = 
0.06). The effect of price-consciousness on perceived quality also depends on the comparison 
situation: when products were evaluated individually, price-consciousness and the perceived 
quality of both brands were positively related (β = 0.42); however, when the comparison was 
introduced, the price-consciousness and perceived quality was much weaker (β = 0.11). No other 
two-way interaction was significant (all βs < |0.15|, ts < |1.19|, ps > 0.24). The parent brand was 
not affected by the introduction of a comparison (Malone = 4.65, SDalone = 1.14; Mtogether = 4.50, 
SDtogether = 1.05; t(90) = 0.65, p = 0.25). Hypothesis 1 is hence not supported. Ratings of the sub-
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brand are not significantly higher than that of the parent brand (Mparent = 4.50, SDparent = 1.05; 
Msub-brand = 4.91, SDsub-brand = 0.97; t(95) = -2.02, p = 0.86). There is no support for hypothesis 2. 
The three-way interaction among brand-to-be-rated, comparison situation and price-
consciousness was also not significant (β = 0.09, t = 0.59, p = 0.55). However, as above, I 
decomposed the three-way into two separate two-way analyses, only for exploratory purposes 
(see Tables 10-11, Figures 3-4). Under the non-comparison conditions, there was a main effect 
of price-consciousness on perceived quality, β = 0.43, t = 2.90, p =  0.01:  the  higher  participants’  
price-consciousness, the higher they rated the perceived quality of both brands. However, no 
other main effect or interaction was found significant (all βs < |0.07|, ts < |0.44|, ps > 0.66). 
While under the comparison condition, a marginally significant main effect of brand-to-be-rated 
on perceived quality was obtained, β = 0.20, t = 1.97, p = 0.05. The quality of the sub-brand was 
perceived higher than the parent brand. But there was no main effect of price-consciousness on 
perceived quality (β = 0.07, t = 0.46, p = 0.64) and no interaction between price-consciousness 
and brand-to-be-rated, β = 0.06, t = 0.40, p = 0.69.  
 
Product Appeal 
Overall product appeal was  regressed  on  participants’  price-consciousness scores and 
both independent variables (brand-to-be-rated and comparison situation), testing for main effects 
and all possible interactions (see Table 7). A main effect of price-consciousness on product 
appeal was found, β = 0.43, t = 2.61, p = 0.01, such that participants higher in price-
consciousness reported higher product appeal scores for both brands. However, no other 
significant main effect was found (all βs < |0.16|, ts < |1.58|, ps > 0.12). There was a marginally 
significant two-way interaction between comparison situation and price-consciousness (β = -
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0.30, t = -1.89, p = 0.06): the effect of price-consciousness on product appeal also depends on the 
comparison  situation.  When  products  were  evaluated  individually,  participants’  price-
consciousness was positively related to their reports of product appeal for both brands (β = 0.53); 
however,  when  the  comparison  was  introduced,  participants’  price-consciousness was unrelated 
to product appeal (β = - 0.06). No other two-way interaction was significant (all βs < |0.06|, ts < 
|0.49|, ps > 0.63). The parent brand was not affected by the introduction of a comparison (Malone 
= 4.81, SDalone = 1.14; Mtogether = 4.49, SDtogether = 1.17; t(90) = 1.31, p = 0.78). Hypothesis 1 is 
hence not supported. Ratings of the sub-brand are not significantly higher than that of the parent 
brand (Mparent = 4.49, SDparent = 1.17; Msub-brand = 4.59, SDsub-brand = 1.17; t(95) = -0.39, p = 0.77). 
There is no support for hypothesis 2. 
The three-way interaction among brand-to-be-rated, comparison situation and price-
consciousness was not significant (β = - 1.09, t = -0.71, p = 0.48). However, as above, I 
decomposed the three-way into two separate two-way analyses, for exploratory purposes (see 
Tables 12-13, Figures 5-6). Under the non-comparison conditions, there was a main effect of 
price-consciousness on product appeal, β = 0.42, t = 2.88, p = 0.01. That means when the price-
consciousness increased, the scores on product appeal of both brands also increased. However, 
no other main effect or interaction was found significant (all βs < |0.03|, ts < |0.22|, ps > 0.82). 
Under the comparison conditions, there were no main effects or interaction between price-
consciousness and brand-to-be-rated, all βs < |0.12|, ts < |0.82|, ps > 0.41.  
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CHAPTER 4 
 
DISCUSSION 
 
Past  studies  have  either  focused  on  store  brand  users’  reactions to the store brand sub-
branding or the formation of price-conscious  consumers’  proneness  towards  the  store  brand.  No  
study has addressed the issues of price-consciousness and store brand sub-branding together and 
investigated how evaluation of the sub-branding varies when consumers have different levels of 
price-consciousness. The objective of my study is to fill this gap by combining those two topics 
and to study the responses of high/low price-conscious consumers towards the upward sub-
branding of a store brand. 
In this study, I randomly assigned participants to one of the two control groups or two 
treatment groups. Control group participants saw and evaluated the products of only one brand 
(either the existing parent store brand, or the new premium sub-brand) in the selected categories, 
while participants in treatment groups saw both the existing store brand and the new sub-brand 
side-by-side, but evaluated only one of the brands in the selected categories. All participants 
were asked to answer a one-page questionnaire after the main test so I was able to investigate 
their price sensitivity in a predetermined set of nine categories and then calculate their general 
price-consciousness towards consumer package goods. 
As seen in Table 5, Figure 1 and Figure 2, the results showed that in terms of buying 
intentions, price-consciousness has a main effect on consumer responses to sub-branding— 
participants with high levels of price-consciousness reacted to the brands more favorably than 
others. But the main effect of price-consciousness was also qualified by three-way interactions of 
the other independent variables (brand-to-be-rated and comparison situation). Here, the three-
way interaction is best explained by decomposing it into two two-way interactions: first, among 
31  
participants under the non-comparison conditions, and second, among participants under the 
comparison conditions. I found that under the non-comparison conditions, there is simply a 
positive relationship between price-consciousness and buying intention— as the price-
consciousness increases, the scores on buying intention of both brands also increase. However, 
when participants rated the target brand with the presence of  the  other  brand,  HPCCs’  and  
LPCCs’  attitudes  towards  the  new  sub-brand changed, while their perceptions of the parent brand 
stayed the same. HPCCs started to devalue the new premium brand when it was displayed with 
the parent brand; LPCCs, on the other hand, tend to like the new brand better than when it was 
displayed alone. As I mentioned before, distinction bias could be used to explain this 
phenomenon, where it led HPCCs to focus on the lower price of the parent brand, and LPCCs to 
concentrate on the higher quality of the new sub-brand. With the distinction bias, HPCCs 
overreacted to the markup of the new premium brand and the extra cost it will cause, whereas 
LPCCs started to see the merit of the sub-brand, as an alternative that is potentially as good as 
the national brand but at a lower price.  
Palmeira and Thomas (2011) also found that a premium store brand would benefit from 
the comparison condition where it coexists with its lower positioned parent brand. But they 
found another way to make sense of the attitude change of LPCC, and did a very good job 
explaining this phenomenon by referring to the informativeness principle of communications 
theory. The informativeness theory suggests that the purpose of a communication is to share new 
information that  is  not  likely  to  be  redundant  with  recipients’  prior  knowledge  (Clark  1985).  
When  a  message’s  semantic  meaning  is  not  informative,  message  recipients  tend  to  focus  on  the  
pragmatic meaning – that is, why the communicator made the communication (Gruenfeld and 
Wyer 1992). Palmeira and Thomas (2011) also made an interesting reference to a study of 
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Carpenter, Glazer and Nakamoto, who tried to use the same principle to explain how consumers 
differentiate brands based on irrelevant attributes. Carpenter et al. (1994) argue that many brands 
successfully communicated the attribute that implies greater benefit on the key function, but 
turns out to be irrelevant on a closer examination. For example, P&G differentiates instant 
Folger’s  coffee  by  its  “flaked  coffee  crystals”,  a  unique  feature  that  makes  it  more  appealing  to  
consumers. In fact, even though the shape of instant coffee crystal does not extract more flavor 
for users, consumers would still believe that the crystal shape is relevant to the coffee taste, 
otherwise why would the company communicate it. Similarly, in the two store-brands scenario, 
consumers are more likely to believe those two brands are different than when they rate them 
separately. When consumers do not have enough information to make judgments, they start to 
make sense of the existence of two brands from the same company in the same category: there 
must be a difference between the two brands or why would the store carry two identical brands? 
At this point, LPCCs may have begun to believe in the good quality of the new sub-brand, and 
hence evaluated it more favorably than when it was presented alone. 
Price-consciousness level was not only found to have a main effect on buying intention 
under the non-comparison conditions, but also to have a main effect on perceived quality and 
product appeal. When the parent brand and the sub-brand were shown alone, HPCCs tended to 
find both brands appealing, and were more likely to believe them to have higher quality than 
LPCCs. This may be because HPCCs are generally prone to the store brands (Lichtenstein, Bloch 
and Black 1988) and when the other store brand was not present, they would simply regard the 
parent brand or the sub-brand as a regular store brand, no matter how it was positioned. Past 
researchers attributed  HPCCs’  store  brand  proneness  to  their  relatively  weak  price-quality 
inferences. I also found it was true that price-quality inferences were negatively correlated with 
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price-consciousness in my study, r(191) = -0.20, p < 0.01. The results showed that as price-
consciousness increases, price-quality inference declines. People who are more price-conscious 
and have a lower price acceptability level (that means they are less tolerant of high price) will be 
less likely to use price as a cue to judge the quality of the products, and hence find store brands 
more likable (Lichtenstein et al. 1988).  
However, I did not find that HPCCs and LPCCs responded differently when they rated 
both brands (the perceived quality and the product appeal) side by side as expected. In the 
breakdown of the three-way interaction, there was only a marginally significant main effect of 
brand-to-be-rated on perceived quality under the comparison condition. The main effect of price-
consciousness on perceived quality or product appeal disappeared when two brands were rated 
together – the comparison situation qualified the main effect of price-consciousness. This is 
consistent with the marginal two-way interaction of price-consciousness and comparison 
situation I found on perceived quality and product appeal. However, it is unexpected and I do not 
yet know the reasons.  
To summarize, when participants rated the parent brand and the sub-brand separately, 
HPCCs responded to both brands indifferently and were more likely to appreciate both brands 
than would LPCCs, supporting H4. Under comparison conditions, HPCCs had higher purchase 
intentions for the parent brand but lower purchase intentions for the sub-brand than LPCCs. 
However, this effect did not obtain for the other two dependent variables (perceived quality and 
product appeal), hence providing only partial support for H3a and H3b.  
There was nothing supported on the aggregate level (H1 and H2). Neglecting the 
heterogeneity of the participants, H1 was proposed to study whether the sub-branding would 
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generally backfire on the parent brand and H2 was to test whether the new sub-brand appears to 
be more appealing in the comparison conditions. When two options are being viewed together, 
the distinction bias leads viewers to exaggerate differences between the choices. In this study, 
with the introduction of the new sub-brand, the parent brand was expected to suffer as a result of 
the distinction bias, which makes its frugal brand image and plain package design seem more 
inferior and unlikable. Meanwhile, a sub-brand that shares characteristics of the parent brand 
may possibly divide the loyalty of current users and cannibalize the parent brand (Huber and 
Puto 1983). Hence I proposed that (H1) the presence of this new, premium store brand would 
cause consumers to like the parent brand less. On the other hand, with the help of the distinction 
bias, the positive characteristics of the sub-brand would become more obvious when displayed 
with the parent brand, making its image more convincing and appealing. So I hypothesized that 
(H2) consumers would like a new, premium store brand as a compromise brand. However, 
inconsistent with predictions, the original store brand did not suffer from the hypothesized 
repercussion, and was not rated negatively by consumers after the premium store brand was 
introduced. Participants reported higher buying intentions for the parent store brand than the new 
sub-brand. H1 and H2 were hence not supported.  
One possible explanation for H1 and H2 not being supported is that the sample used in 
this study may be price-conscious in general. I made this speculation because the mean value of 
the  sample’s  price-consciousness significantly deviated from the middle point of the 7-point 
Likert scale which anchored at 1 = low price-consciousness and 7 = high price-consciousness 
(Mprice-consciousness = 5.35, SDprice-consciousness  = 0.97, Middle point = 4, t(190) = 19.26, p < 0.00). 
Given the inadequate knowledge of the price-consciousness distribution of the whole population, 
I can only speculate but not affirm that our sample has a relatively high price-consciousness. 
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However, this speculation is of great help to explain the general proneness of the original parent 
brand among participants and the absence of the backlash effect the new sub-brand may cause. If 
my sample was generally price sensitive, it is possible that their proneness towards a cheap 
option (the parent brand) was so strong that it just counteracted the negative effect the distinction 
bias caused. Participants did not rate the sub-brand more favorably because they may still value 
saving money over the improved quality and image the sub-brand offers. This price-
consciousness may also have prevented the occurrence of the compromise effect. One necessary 
condition of the compromise effect is that the decision maker should have no preference among, 
and be indecisive about, the existing options. In this research, the assumption was that, on an 
aggregate level, the sample would show no preference for either the national brand or the 
original store brand because of the mixed composition of the price-consciousness among 
participants. However, if the participants were generally price-conscious and would always go 
for the lower price, the premium store brand would not be the middle choice in the first place to 
exert the compromise effect.  
In general, findings of this study are of great empirical value in yielding managerial 
implications and important for retailers who are planning on exploring the multi-tier store brand 
structures. Many store brands have long been positioning themselves as the frugal and economic 
counterpart  of  its  national  brand  competitors.  By  simply  “upgrading”  the  old store brand to a 
more  premium  version,  consumers  may  hardly  find  credibility  in  retailers’  new  claims.  They  
tend  to  be  skeptical  of  extensions  that  deviate  from  a  company’s  historic  domain  of  expertise  
(Aaker and Keller 1990; Boush and Loken 1991), which in this case is offering consumers 
functional and price-based products. My results clearly demonstrated that if retailers introduce 
the comparison and present the two brands at the same time, the outcome would be different. 
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First of all, no backlash effect on the parent brand was found during the introduction of the new 
sub-brand.  Buying  intentions  of  HPCCs,  who  contributed  the  most  to  store  brands’  current  
market share (Hyman et al. 2010),  stayed  high  even  when  the  parent  brand’s  better  looking,  
higher positioned counterpart was brought to the shelves. Brand managers do not need to 
concern themselves too much about alienating current users while trying to attract new users. 
The results also suggest that promoting the new sub-brand along with the original line would be 
a better strategy than replacing the old lines with it. The simple brand upgrade will not alter the 
makeup of its current market segments and the only gain will be the slight monetary increase 
from the markup that the new premium brand brings in. However, carrying both store brands at 
the same time could trigger distinction bias among consumers and increase the credibility of the 
sub-brand.  This  serves  most  store  brand  marketers’  original  goal  of  growing  market  share  and  
winning consumers over from their longtime national brand opponents. 
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CHAPTER 5 
 
LIMITATION AND FUTURE RESEARCH 
 
This study has several limitations that require future discussion and further research. 
First, future research could replicate my experiment and enrich the findings using a larger sample 
size or a different sample pool. Given the limited time and resources, I opted for Amazon 
Mechanical Turk for our experiment platform. Mechanical Turk is an economical choice for 
researchers with a small budget and it is believed to be more demographically diverse than 
typical American college samples (Ipeirotis 2010). However, Mechanical Turk was designed as 
an outsource platform that was meant to elevate the situation of global low-income workers (Zax 
2010) and U.S. Mechanical Turk workers were proved to have lower income (Ipeirotis 2010). 
Since consumers’ level of price-consciousness rises with lower incomes (Gabor and Granger 
1979), I have a good reason to believe that my earlier speculation of having a generally price-
conscious sample might hold true. A more budget-sufficient study, which recruits more 
representative respondents, may yield different results.  
Second,  I  didn’t  find  all  the  predicted  effects  for  product  appeal  and  perceived  quality— 
HPCCs and LPCCs did not react differently rating the parent brand and the new sub-brand 
together. One possible explanation is that consumers just satisficed their responses in the 
experiment— they may have felt that  they  didn’t  have  enough  information  to  make  valid  
judgments about product appeal and quality. In future research, I could include more product 
information to give consumers a stronger basis for making these judgments (e.g. show the front 
and the back of the package to present more concrete knowledge of product ingredients or 
manufacturing facts). On the other hand, in future research, one could also include less 
information when manipulating the independent variable brand-to-be-rated. In the current study, 
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brand-to be-rated was not a very clean manipulation – it was confounded with price, packaging 
design, and perceived image. These specific aspects of a brand can be distinct and can each have 
individual effects on the evaluation of sub-branding. Researchers can disentangle these variables 
and study each of them, one at a time. For example, instead of employing images of packaging, 
researchers could  simply  state  that  “ASDA  smart  choice  premium”  is  the  new  sub-brand using a 
short paragraph of text and speculate its new price ranges, to test how price affects participants’  
evaluation on brands.  
Furthermore, the relationship between brand evaluation and price-consciousness may 
differ across contexts. Many scholars point out that price-consciousness and the price-quality 
inferences do not only vary across individuals, but could also vary across different categories for 
the same individual (Monroe and Krishnan 1985; Lichtenstein et al., 1993; Sinha and Batra 
1999). Due to differences in the perceived category risk (among other reasons), a consumer 
could be more price-conscious when shopping for canned tuna but would not be so much getting 
a bottle of wine. In fact, I did measure participant price sensitivity in each of the nine 
predetermined categories in the first place, however, considering the limited resources and the 
preliminary nature of this study, I aggregated category level price-consciousness into a single 
index score to indicate their general price-consciousness towards consumer package goods. But a 
future revisit of my data may reveal more intriguing findings on inter-category variations under 
the context of sub-branding. For example, I used five food related categories (spaghetti, milk, ice 
cream, bread and frozen vegetables) and four non-food categories (laundry detergent, foil, toilet 
paper and paper towel) in this study. Will participants be more sensitive or careful buying stuff 
that  they  eat  or  drink  than  buying  other  groceries?  Maybe  participants’  general  price-
consciousness in these categories is lower and more participants will find the new premium 
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brand favorable? A future complementary investigation may provide answers to these and more 
category level questions. 
It’s  also  noteworthy  that some researchers suggest that extra caution should be taken in 
differentiating price-conscious consumers and value conscious consumers. Lichtenstein et al. 
(1993) argue that past researchers sometimes mistook one of these two terms with each other. 
With respect to the price perception, price-conscious consumers and value conscious consumers 
do share some financial characteristics such as focusing on paying lower price or having sales or 
coupon proneness. However, price-conscious consumers and value conscious consumers may 
still have different marketplace responses towards the same marketing strategy. Both price-
consciousness and value consciousness concepts have not been properly differentiated 
(Lichtenstein et al., 1993). Value consciousness reflects a tendency to maximize the actual use 
value of every dollar spent, while price-consciousness is a narrower concept that does not 
concentrate on quality obtained but paying the possible lowest price (Lichtenstein et al., 1993). 
In this study, high value conscious consumers may not devalue the new premium brand when the 
comparison is introduced, as did high price-conscious consumers, but would appreciate it for its 
much better image and not too much higher price. I collected value-consciousness data by adding 
extra questions in the questionnaire, yet I left it to future study and did not conduct or report 
those analyses in this thesis. How value-consciousness is correlated with price-consciousness and 
other factors or whether they will act differently as two distinct segments are beyond the scope of 
this study. A future re-examination of the data should produce some insights and contribute to 
the understanding of value-conscious consumers.  
Finally, it would also be interesting to see how results may differ if real brands were used 
instead of fictional brands. When  real  world  brands  are  used  in  the  experiment,  participants’  
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personal involvement with the brand may also come into play in the evaluation of the sub-
branding  and  affect  the  responses.  Participants’  past  brand  buying  and  using  experience  may  
increase their personal relevance of that brand and lead them react differently from non-users to 
the sub-branding  (Kirmani,  Sood  and  Bridges,  1999).  This  “ownership  effect”  emerged  for  
participants’  evaluations  of  BMW,  Acura,  Calvin  Klein  and  GAP’s  imaginary  sub-branding 
action and its appearance was shown to depend on the direction of the stretch and the image of 
the parent brand. The owners/users of these brands are generally more tolerant and reacted more 
favorably towards both the upward and downward stretch of functional brands (i.e. Acura or 
GAP), and only the upward stretch of prestige brands (i.e. BMW or Calvin Klein) (Kirmani et 
al., 1999). For grocery chains, we also have stores with a functional image like Walmart, and 
there are also more prestigious ones like Target or Whole Foods. Since store brand evaluations 
are  highly  and  positively  correlated  with  consumers’  perceptions  of  store  image  (Collins-Dodd 
and Lindley 2003), it should be interesting to see how real world users of Great Value 
(Walmart’s  store  brand)  or  Up&UP’s  (Target’s  store  brand)  react  differently  to  sub-branding, 
and  whether  Kirmani  et  al.’s  (1999)  results  could  be  replicated  in  the  realm  of  consumer  
packaged goods industry.  
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CHAPTER 6 
 
CONCLUSION 
 
Past studies have focused either  on  store  brand  users’  reaction  to  the  store  brand  sub-
branding or on the formation of price-conscious  consumers’  proneness  towards  the  store  brand.  
No study has addressed the issues of price-consciousness and store brand sub-branding together. 
My study investigated how evaluation of the store brand sub-branding varies when consumers 
have different levels of price-consciousness. I found that under the comparison condition, the 
new sub-brand received less favorable responses from price-conscious consumers than from low 
price-conscious consumers, and the low price-conscious consumers rated the sub-brand higher 
under the comparison than rated it alone. 
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APPENDIX A: TABLES AND FIGURES 
 
MEANS (SD) FROM PRETEST  
 
 
TABLE 1 Functional/Prestige-Oriented Image 
 
 N Mean 
Std. 
Deviation 
Std. Error 
Mean 
Parent Brand 62 2.5269 1.37340 .17442 
Sub-Brand 62 3.5090 1.46449 .18599 
(1=Functional, 7=Prestige) 
 
TABLE 2 Favorable/Unfavorable Package Design 
 
 N Mean 
Std. 
Deviation 
Std. Error 
Mean 
Parent Brand 62 3.3763 1.38506 .17590 
Sub-Brand 62 4.6505 1.06153 .13481 
(1=Unfavorable, 7=Favorable) 
 
 
TABLE 3 Favorable/Unfavorable Brand Image 
 
 N Mean 
Std. 
Deviation 
Std. Error 
Mean 
Parent Brand 62 3.6846 1.37123 .17415 
Sub-Brand 62 4.5806 1.18556 .15057 
(1=Unfavorable, 7=Favorable) 
 
TABLE 4 High/Low Perceived Quality 
 
 N Mean 
Std. 
Deviation 
Std. Error 
Mean 
Parent Brand 62 3.5573 1.16212 .14759 
Sub-Brand 62 4.4462 1.10114 .13984 
(1=Low Perceived Quality, 7= High Perceived Quality) 
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REGRESSIONS FROM MAIN EXPERIMENT  
 
 
TABLE 5 Dependent Variable: Buying Intention 
 
Model 
Standardized 
Coefficients 
t p (Sig.) Beta 
 Brand-to-be-rated -.102 -1.086 .279 
Comparison Situation -.039 -.417 .677 
Price-consciousness .346 2.234 .027 
Brand-to-be-rated x Comparison 
Situation -.228 -1.982 .049 
Brand-to-be-rated x Price-
consciousness 
.029 .192 .848 
Comparison Situation x Price-
consciousness 
-.007 -.050 .960 
Brand-to-be-rated x Comparison 
Situation x Price-consciousness -.350 -2.431 .016 
 
 
TABLE 6 Dependent Variable: Perceived Quality 
 
Model 
Standardized 
Coefficients 
t p (Sig.) Beta 
 Brand-to-be-rated .035 .348 .729 
Comparison Situation -.096 -.946 .345 
Price-consciousness .460 2.774 .006 
Brand-to-be-rated x Comparison 
Situation .147 1.191 .235 
Brand-to-be-rated x Price-
consciousness 
-.068 -.424 .672 
Comparison Situation x Price-
consciousness 
-.301 -1.877 .062 
Brand-to-be-rated x Comparison 
Situation x Price-consciousness .092 .594 .553 
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TABLE 7 Dependent Variable: Product Appeal 
 
Model 
Standardized 
Coefficients 
t p (Sig.) Beta 
 Brand-to-be-rated -.020 -.203 .839 
Comparison Situation -.160 -1.582 .115 
Price-consciousness .432 2.612 .010 
Brand-to-be-rated x Comparison 
Situation .060 .489 .626 
Brand-to-be-rated x Price-
consciousness 
.029 .179 .858 
Comparison Situation x Price-
consciousness 
-.302 -1.889 .060 
Brand-to-be-rated x Comparison 
Situation x Price-consciousness -.109 -.711 .478 
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3-WAY INTERACTION BREAKDOWNS FROM MAIN EXPERIMENT  
 
 
TABLE 8 Buying Intention: Non-comparison 
 
Model 
Standardized 
Coefficients 
t p (Sig.) Beta 
 Price-consciousness .388 2.670 .009 
Brand-to-be-rated -.124 -1.298 .198 
Brand-to-be-rated x Price-
consciousness 
.033 .229 .819 
 
 
 
TABLE 9 Buying Intention: Comparison 
 
Model 
Standardized 
Coefficients 
t p (Sig.) Beta 
 Price-consciousness .317 2.419 .018 
Brand-to-be-rated -.322 -3.467 .001 
Brand-to-be-rated x Price-
consciousness 
-.409 -3.116 .002 
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TABLE 10 Perceived Quality: Non-comparison 
 
Model 
Standardized 
Coefficients 
t p (Sig.) Beta 
 Price-consciousness .432 2.903 .005 
Brand-to-be-rated .036 .364 .717 
Brand-to-be-rated x Price-
consciousness 
-.066 -.444 .658 
 
 
 
 
TABLE 11 Perceived Quality: Comparison 
 
Model 
Standardized 
Coefficients 
t p (Sig.) Beta 
 Price-consciousness .066 .463 .644 
Brand-to-be-rated .200 1.973 .052 
Brand-to-be-rated x Price-
consciousness 
.057 .401 .689 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
52  
 
TABLE 12 Product Appeal: Non-comparison 
 
Model 
Standardized 
Coefficients t p (Sig.) 
Beta 
 
Price-consciousness .417 2.881 .005 
Brand-to-be-rated -.021 -.224 .823 
Brand-to-be-rated x Price-
consciousness 
.029 .198 .844 
 
 
 
 
TABLE 13 Product Appeal: Comparison 
 
Model 
Standardized 
Coefficients t p (Sig.) 
Beta 
 Price-consciousness .035 .238 .812 
Brand-to-be-rated .047 .453 .651 
Brand-to-be-rated x Price-
consciousness 
-.120 -.821 .414 
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TABLE 14  
 
Means, standard deviations, ranges and reliability statistics of the dependent variables 
 
Dependent Variable Mean SD Possible Range Alpha 
 
Buying Intention 
 
4.61 1.37 1.00 to 7.00 0.87 
 
Perceived Quality 
 
4.70 1.00 1.67 to 7.00 0.87 
 
Product Appeal 
 
4.66 1.13 1.00 to 7.00 0.88 
 
 
 
 
TABLE 15 Correlations of Dependent Variables 
 
 Product Appeal Perceived Quality Buying Intention 
Product Appeal 1 .805** .696** 
Perceived Quality .805** 1 .610** 
Buying Intention .696** .610** 1 
 
**. Correlation is significant at the 0.01 level (2-tailed). 
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TABLE 16 Age Distribution of Participants 
 
 
 Frequency Percent Cumulative Percent 
Age 
18 - 24 36 18.8 18.8 
25 - 34 63 33.0 51.8 
35 - 44 35 18.3 70.2 
45 - 54 27 14.1 84.3 
55 - 64 23 12.0 96.3 
65 and over 7 3.7 100.0 
Total 191 100.0  
 
 
TABLE 17 Annual Income Distribution of Participants 
 
 
 Frequency Percent Cumulative Percent 
 
$30.00 or less 90 47.4 47.4 
$30.01 to $50.00 55 28.9 76.3 
$50.01 to $70.00 25 13.2 89.5 
$70.01 to $90.00 9 4.7 94.2 
$90.01 to $110.00 6 3.2 97.4 
$110.01 to $130.00 1 0.5 97.9 
$130.01 to $150.00 1 0.5 98.4 
$170.01 to $210.00 1 0.5 98.9 
More than $210.00 2 1.1 100.0 
Total 190 100.0  
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FIGURES OF 3-WAY INTERACTION BREAKDOWNS  
 
 
 
 
FIGURE 1 Buying Intention: Non-comparison 
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FIGURE 2 Buying Intention: Comparison 
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FIGURE 3 Perceived Quality: Non-comparison 
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FIGURE 4 Perceived Quality: Comparison 
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FIGURE 5 Product Appeal: Non-comparison 
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FIGURE 6 Product Appeal: Comparison 
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FIGURE 7 Buying Intention: 2-way interaction between Brand-to-be-rated and 
Comparison Situation 
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APPENDIX B: VISUAL STIMULI 
Product Image 
 
The  original  “ASDA  smart  choice”  parent  brand 
 
 
Bread 
 
 
Aluminum Foil 
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Frozen Veggie  
 
 
Ice Cream 
64  
 
Laundry Detergent 
 
Spaghetti 
 
65  
 
Toilet Paper 
 
Paper Towel 
66  
 
Milk 
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The new “ASDA  smart  choice  premium”  sub-brand 
 
 
 
Bread 
 
 
 
 
Aluminum Foil 
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Frozen Veggie 
 
 
 
Ice Cream 
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Laundry Detergent 
 
 
 
 
Spaghetti  
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Toilet Paper 
 
 
 
Paper Towel 
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Milk 
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APPENDIX C: PRICE STIMULI 
 
Category Product Volume 
Parent 
Brand 
Price 
Sub-Brand 
Price 
National 
Brand Price 
Spagetti NET WT 16 OZ (1 LB) 454g  $1.00  $1.14  $1.28  
Paper Towel 2 Rolls $2.98  $3.31  $3.64  
Ice Cream NET 48 FL OZ (1.5 QT) 1.4L $2.97  $3.47  $3.98  
Aluminum Foil 75 Square Feet 18'' wide $2.98  $3.48  $3.98  
Bread NET 240 OZ (1 LB 8 OZ) 680g $1.18  $1.58  $1.98  
Toilet Paper 12 Rolls $6.37  $6.67  $6.97  
Frozen Sweet corn NET 16 OZ (1 LB) 454g 98¢ $1.33  $1.68  
Laundry Detergent NET WT 45 OZ (2.81 LB) 1.3Kg  $5.19  $5.58  $5.97  
Milk 1/2 GAL (1.89 L) $3.52  $3.75  $3.98  
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APPENDIX D: PRICE-CONSCIOUSNESS QUESTIONNAIRE 
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